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t o  the replacement  service. Other e x p e n d i t u r e s
s u c h  a s  c o n t r a c t e d  management services, llabiliT t y
i n s u r a n c e ,a n dl e g a lc o n s u lt a n t s  should a l s o  be 

a sc l a s s i f i e d  Direct Costs. The cost of 
p s y c h i a t r i s t s  a n d  p h y s i c i a n s ,  i n c l u d i n g  the medical  
director, should  be c l a s s i f i e d  a s  P h y s i c i a n  Costs. 
Also i n c l u d e d  i n  P h y s i c i a n  Costs s h o u l d  be medical  
a n d  n e u r o l o g i c a l  c o n s u l  t a nt s  a n d  p h y s i c i a n  o n - c a l l  
coverage .  

A n c i l l a r y  service costs w i l l  be i n c l u d e d  by
e s t i m a t i n g  c h a r g e s  f o r  a n c i l l a r y  services provided 
to  p a  t i en  t s  i n  replacement  un i  t s  and mu1 t i p l y ing  by 
the h o s p i t a l - s p e c i f i c  a g g r e g a t e  a n c i l l a r y  cost-to
c h a r g er a t i o .  This c o s t - t o - c h a r g er a t i o  w i l l  be 
de te rmined  us ing  the most recent RSC-403 a n c i l l a r y  
costs a d j u s t e d  t o  i n c l u d ec a p i t a l  expenses.
H o s p i t a l s  may not s e p a r a t e l y  bill Medicaid f o r  the 
p r o f e s s i o n a l  component. The c o s t - t o - c h a r g er a t i o  

a n c i l l a r ymust  be a p p l i e d  to a l l  c h a r g e s  for 
services delivered to  p a t i e n t s  i n  replacement  beds 
w h i c h  c u s t o m a r i l y  w i l l  i n c l u d e  the fol lowing 
r e v e n u e  codes: 

Pharmacy (25x1 

I V  Therapy (26x1 

Oncology (28x) 

DME (29x1

R e s p i r a t o r yT h e r a p y  (41x1

Phys ica lTherapy  (42x) 

OccupationalTherapy (42x1 

Speech & LanguageTherapy (44x1 

Audi  ology ( 4  7x1 

PulmonaryFunction Test (46x1

C a r d i o l o g y  (48x1 

O s t e o p a t h i c  (53x1 

EKG (73x) 

EEG (74x1

G a s t r o i n t e s t i n a l  (75x1 

O b s e r v a t i o n  or Treatment  Room (76x1 

L i  thotripsy (79x1 

Other Donor Bank (89x1 

P s y c h i a t r i cT r e a t m e n t  (90x1

P s y c h o l o g i c a l  Services ( 9 1 0 , 9 1 1 . 9 1 4 - 9 1 9 )  


Supersedes  TN 94 -20, 
T N  9 5 - 0 1 ,  T N  95-10 16b 
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I n s t i t u t i o n a l  R e i m b u r s e m e n t  

General Classi f icat ion - DX Services (920) 
Allergy Test (924)  
O t h e r  DX Services (929) 
Other T h e r a p e u t i c  Services ( 9 4 ~ )  

In  a d d i t i o n  to  the costs described above,  Indirect 
and  Capi ta l  Costs w i l l  be a l lowed i n  the r a t e .  

A l l o w a b l e  Indirect Costs w i l l  be those reported i n  
the prior y e a r  RSC-403 i n f l a t e d  t o  the r a t e  y e a r .  
Indirect Costs and cost centers which w i l l  be 
reviewed i n c l u d e: 

A d m i n i s t r a t i o n  Nursing Adminis t r a  t ion 
P1an t Maintenance Housekeeping
P l a n to p e r a t i o n s  Medical Records 
Laundryand Linen S o c i a l  Servi ces 
D i e t a r y  MedicalTeaching
C a f e t e r i a  Other (describe) 

C a p i t a l  costs i n c l u d ea l l o c a t e d  costs f o r  
deprec ia t ionand  interest  a s s o c i a t e d  w i t h  exist ing
p l a n t  andequipment.  In  a d d i t i o n ,  the projected
amor t i  z ed  costs a t  TtribuT tab1e t o  renova t ions t h a t  
a r e  a l l o w e d  i n  the c o n t r a c t  w i l l  a l s o  be recogn i zed  
as al lowableMedicaid  costs a f t e r  being s t epped  
down u s i n g  the RSC-403  methodology.  Major moveable  
equipment  w i l l  be s e p a r a t e l y  i d e n t i f i e d  and 
d i rec t ly  costed t o  the replacement  service i n  the 
same method used on the RSC-403.  Upon 
determination o f  t o t a l  Medicaid a l l o w a b l e  costs, 
the s t a t e  w i l l  p r o j e c tp a t i e n tv o l u m e( d a y sa n d  
d i s c h a r g e s )  by payor .  

The Medicaid prospective per d i e m  r a t e  W i l l ,  
however, be s u b j e c t  t o  the following l i m i t .  
Medicaid charges cannot  exceed the amount t h a t  
woulD be charged t o  other p a y o r s .  Medi ca i d  
r e imbursemen t ,dur ing  an approvedadmiss ion ,  w i l l  
be 1i m i  t e d  to  the lower o f  aggrega te  charges  or the 
p r o d u c t  of the per d i e m  r a t e  t i m e s  the number o f  
a p p l i c a b l e  Medicaid days f o r  the replacement
service. 
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Second ProGram Year  and Subsequent  Years  

The Department w i l l  u t i l i z e  the same process to  
c a l c u l a t e  a prospective per d i e mr a t e  for  each  
h o s p i t a l  's second andsubsequentprogramyears .
However, s e v e r a l  cost c a t e g o r i e s  w i l l  be updated t o  
reflect  a c t u a l  cost experience i n  the prior y e a r .  
These cost c a t e g o r i e s  i n c l u d e :  

1. 


2. 


\ 

3 .  

4 .  

5. 


6. 


Direct Costs - w i l l  be a d j u s t e d  t o  r e f l ec t  
p a t t e r n s ,o v e r t i m e  

requ i remen t s ,con t rac tedexpensesinc lud ing  
management f e e s ,  and cost o f  s u p p l i e s .
Ad jus tmen t s  t o  and cost of the o r i g i n a l  
direct careassumpt ionsmay be made a t  t h i s  
t ime, and the a d j u s t e d  costs w i l l  be updated
f o r  i n f l a t i o n .  

Phys i c ian  Costs - w i l l  be a d j u s t e d  t o  r e f l ec t  
a c t u a lp h y s i c i a n  s t a f f i n g ,  changes i n  
compensat ionarrangements ,on-cal lcoverage
r e q u i r e m e n t s  a n d  i n f l a t i o n .  

A n c i l l a r y  Costs - w i l l  be a d j u s t e d  t o  r e f l e c t  
a c t u a lp r i o r  y e a r  u t i l i z a t i o n  levels  and 

u p d a t e s  c o s t - t o - c h a r g e  r a t i o s .  

Major Moveable Equipment - w i l l  be updated t o  
r e f l ec t  a c t u a le x p e n d i t u r e s .  

C a p i t a l  Costs - w i l l  be a d j u s t e d  t o  r e f l e c t  
a c t u a l  costs o f  approved renovations. 

Indirect Costs - w i l l  be updated t o  r e f l e c t  
the m o s t  c u r r e n t  RSC-403 Cost Report. 

Upper LimiT t Adjustment  and Federal Approval  

Payment f o r  DMH r e p l a c e m e n tu n i t sm a y  be s u b j e c t  t o  an 
upper  l i m i t  ad jus tmen t  f o r  any service y e a r ,  b a s e d  on an 
a g g r e g a t eu p p e rl i m i tf i n d i n g  for  all Medica idacu te  
hospiT t a l  services. 

T N  95 -17  
Supersedes TN 94  -20, 

T N  95-01, T N  95-10 16d 
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I f  a n y  portion o f  the reimbursementmethodology is not 
approved by the Heal th Care Finance (HCFA) the s t a t e  
w i l lr e c o u pa n yp a y m e n t  made to  the h o s p i t a l  i n  excess 
of the approved methodology. 

8 .  O u t l i e r  Payments 

EliGibility 

A h o s p i t a l  q u a l i f i e s  for  a n  o u t l i e r  per diem payment  i n  
a d d i t i o n  t o  the standardpaymentamount if all of the 
fo l lowing  conditions a r e  m e t :  

0 the length o f  s t a y  f o r  the h o s p i t a l i z a t i o n  exceeds 
twenty ( 2 0 )  c u m u l a t i v ea c u t ed a y s  (not i n c l u d i n g
d a y s  i n  a d i s t i nc t  p a r t  p s y c h i a t r i c  u n i t ) ;  
the h o s p i t a l  continues t o  f u l f i l l  i t s  d i s c h a r g e  
planning d u t i e s ;  
the p a t i e n t  c o n t i n u e s  t o  need a c u t e  level care and 
i s  therefore not on a d m i n i s t r a t i v ed a ys t a t u s  on 
a n y  d a y  f o r  which a n  o u t l i e r  p a y m e n t  i s  c la imed;  

0 the p a t i e n t  is not a p a t i e n t  i n  a d i s t inc t  p a r t  
’-	 p s y c h i a t r i cu n i t  on a n yd a y  f o r  which a no u t l i e r  

payment i s  claimed;and 
the p a t i e n t  i s  not a p a t i e n t  i n  a chronic u n i t  ( a s  
described i n  S e c t i o n  IV.2.A.13) for which a chronic 
per d i e m  h a s  been e s t a b l i s h e d .  

The o u t l i e r  per d i e m  paymentamount i s  equal  to  f i f t y 
f i v e  percent (55%)  o f  the s t a t e w i d e  p a y m e n ta v e r a g e  
amount per d a y  mu1 t i p l i e d  by the hospi tal  ‘s wage area  
index and casemix index,  p l u s  a per diem payment  f o r  the 
hospital’s pass - through  costs, direct medical  e d u c a t i o n  
and c a p i  t a l  payment amounts . 

paymentT o  derive the 	 standard amount per day ,  the 
payments t a t e w i d e  average amount per discharge o f  

$2.706.10 i s  d i v i d e d  by the average  F Y 9 0  Medicaid length
o f  s t a y  o f  5.35 d a y s ,  which e q u a l s  $505.81. The 
h o s p i t a l  - spec i f ic  c a p i t a l ,  direct med ica l  educa t ion  and  
p a s s - t h r o u g h  per d i e m  paymen t s  a re  derived by d i v i d i n g  
the per discharge amount  f o r  each o f  these components  by 
the h o s p i t a l  ‘s Medicaid length of s t a y .  

T N  95-17 Approval  Date ‘‘l 

Supersedes TN 9 4  - 20, Ef fec t i ve  Date  10/1/95 
TN 95-01, T N  95-10 17 

OFFICIAL 
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I n s t i t u t i o n a l  R e i m b u r s e m e n t  

8 .  Outlier Payments 

e E1LigibilI it y  

A h o s p i t a l  q u a l i f i e s  f o r  a n  o u t l i e r  per d iem payment i n  
paymenta d d i t i o n  t o  the standard amount i f  o f  the 

following conditions a r e  m e t :  

0 	 the length o f  s t a y  f o r  the h o s p i t a l i z a t i o n  exceeds 
twenty (20)  c u m u l a t i v ea c u t ed a y s  (not i n c l u d i n g
days  i n  a dis t inct  p a r t  p s y c h i a t r i c  unit); 

0 the h o s p i t a lc o n t i n u e s  to  f u l f i l l  i t s  d i s c h a r g e  
p l a n n i n g  d u t i e s ;  

the p a t i e n tc o n t i n u e s  t o  need a c u t e  level careand 
i s  therefore not on a d m i n i s t r a t i v ed a ys t a t u s  on 
a n y  d a y  f o r  which a n  o u t l i e r  p a y m e n t  i s  c la imed;  

0 	 the p a t i e n t  i s  not a p a t i e n t  i n  a dist inct  p a r t  
p s y c h i a t r i c  u n i  t on a n y  d a y  f o r  which an o u t l i e r  
payment i s  claimed;and 

0 	 the p a t i e n t  i s  not a p a t i e n t  i n  a chronic u n i t  (as 
described i n  Section IV.2 .A .13)  f o r  which a chronic 
per d i e m  h a s  been es tab1Lished. 

The o u t l i e r  per d i e m  paymentamount i s  equal  to  f i f t y 
f i v e  percent (55%) o f  the s ta t ewide  paymen taverage  
amount per d a y  mu1 t i p l i e d  by the h o s p i t a l  's wage area  
index and casemix index, p l u s  a per d iem payment f o r  the 
h o s p i t a l  p s  pass - through  costs, direct med ica l  educa t ion  
and capi  tal  paymen t amounts . 

paymentTo derive the standard amount per day,  the 
s ta tewide  paymentaverage  amount  per d i s c h a r g e  o f  
$2,706.10 i s  d i v i d e d  by the average  FY90 Medicaid length
o f  s t a y  o f  5.35 days ,  which e q u a l s  $505.81. The 
h o s p i t a l  -specific c a p i t a l ,  direct medical  educat ion  and  
pass - through  per d i e m  p a y m e n t s  a r e  derived by d i v i d i n g  
the per discharge amount  f o r  each  o f  these components by
the h o s p i t a l ' s  M e d i c a i d  length o f  s t a y .  

TN 95-17 
Supersedes TN 9 4  - 2 0 ,  

TN 95-01,  T N  95-10 17 
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9. Transfer P e r  Diem PAYMENTS 

a .  Transfer Between Hospitals 

In general ,  payments  f o r  p a t i e n t s  transferred from 
one a c u t eh o s p i t a l  t o  a n o t h e r  w i l l  be made on a 

( c a p p e dt r a n s f e r  per d i e m  b a s i s  a t  the per
paymen t )  f o r  the h o s p i t a ld i scharge  t h a t  i s  

t r a n s f e r r i n g  the p a t i e n t .  The amount o f  the 
t r a n s f e r  per d i e m  payment i s  equal  to  the s t a t e w i d e  
average payment amount per day,  mu1 t i p l i e d  by the 
t r a n s f e r r i n g  h o s p i t a l  's Medicaid casemix index and 
wage area  index, p l u s  p a s s - t h r o u g h ,  direct medical  
educa t ion  and  cap i ta l  per d i e m  payments .  

T o  derive the standardpaymentamount per d a y  f o r  
t r a n s f e rp a t i e n t s ,  the s ta t ewideaveragepaymen t  
amount per d i scharge  o f  $2.706.10 i s  d i v i d e d  by the 
FY90 average Medicaid length o f  s t a y  o f  5.35 days ,
which e q u a l s  $505.81.  The h o s p i t a l - s p e c i f i c
c a p i t a l ,  direct medical  educat ion  and  pass- through 
per d iem paymen t s  a re  derived by d i v i d i n g  the per
dischargeamount  f o r  each o f  these components by
the h o s p i t a l  's Medicaid length o f  s t a y .  

-
In g e n e r a l ,  the h o s p i t a lt h a t  i s  receiving the 
p a t i e n t  w i l l  be p a i d  on a per d i s c h a r g e  b a s i s  i n  
accordance w i  th the s tandard  methodology speci f ied 
i n  Sections IV.2.A.2,  IV.2.A.3,  IV.2.A.4 and 
IV.2.A.5,  i f  the p a t i e n t  i s  a c t u a l l yd i s c h a r g e d
from t h a t  h o s p i t a l .  I f  the p a t i e n t  i s  t r a n s f e r r e d  
to  an0 ther h o s p i t a l ,  then the transferring hospi t a l  
w i l l  be p a i d  a t  the h o s p i t a l - s p e c i f i c  t r a n s f e r  per
d i e m  r a t e ,c a p p e da t  the h o s p i t a l - s p e c i f i c  per
d i s c h a r g e  a m o u n t .  A d d i t i o n a l l y ,  " b a c k  t r a n s f e r r i n g "
h o s p i t a l s  w i l l  be eligible for  o u t l i e rp a y m e n t s
specified in  Section IV.2.A. 8 .  

~n a c u t ec a r eh o s p i t a l  receiving a p a t i e n t  f o r  
medical  or s u r g i c a l  services f r o m  a DMH Replacement 
U n i t  within another a c u t ec a r eh o s p i t a l  w i l l  be 
p a i d  a t  i t s  hospi t a l  -specific standardpayment  
amount per d i scharge  (SPAD) . DMH Replacement U n i  t 

TN 95-17 
Supersedes  TU 94 -2 0 ,  
TN 9 5 - 0 1 ,  TN 95-10 
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b. 


--* 

Insti tutional Reimbursement 

rates are governed by separate contracts between 
hospitals, DMH and the Division. 

Refertomatricesattached a s  Exhibit 2 f o r  a 
review oftransferscenarios and corresponding 
paymentmechanisms involving managed care 
recipients and non-managed care recipients i n  MH/SA
network and non-network hospitals. 

Transfers w i  thin a Hoepi t a l  

Ingeneral, a transferwithin a hospital i s  not 
considered a discharge.Consequently, i n  most 
cases a transfer between unitswithin a hospital
w i l l  be reimbursed on a per diem basis.This 
section s h a l l  outline reimbursement under some 
specif ictransfer circumstances. For a complete
review o f  reimbursement under transferring
circumstances involving managed care recipients and 
non-managed care recipients in MH/SA network and 

refermatricesnon-network hospitals, the 
attached a s  Exhibit 2 .  

(1) 	 Transfer to\from a Chronic Unitwithin the 
same Hospi t a l  

I f  a patient i s  transferred from an acute bed 
to the chronic unit i n  the same hospital, the 
t rans f e ri s  considered a discharge. The 
Division w i l l  p a y  the hospital-specific SPAD 

the of thefor portionthe s t a y  before 
patient i s  transferred to a chronicunit. In 
addition,thehospital w i l l  bill i t s  
hospital-specif ic chronicper diem f o r  each 
chronic level of care (as  defined i n  130 CMR 
4 3 5 . 4 0 9  attached a s  axhibit 3) d a y  t h a t  the 
pa t ien t i s  i n  the Chronic Unit . 

TN 9 5 - 1 7  
Supersedes TN 9 4 - 2 0 ,  

TN 9 5 - 0 1 ,  TN 95-10  19 
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I n s t i t u t i o n a l  R e i m b u r s e m e n t  

(2) 	 Medicaid PAYMENTS for N e w l y  Eligible
Recipients or i n  the EVENT of m a u s t i o n  of 
Other Insurance  

When a p a t i e n t  becomes M e d i c a i d - e l i g i b l e  or 
other i n s u r a n c e  benefits have  been exhaus ted  
a f t e r  the d a t e  o f  admission and prior to  the 
d a t e  of d i s c h a r g e ,  the a c u t es t a y  w i l l  be 
p a i d  a t  the t r a n s f e r  per d i e m  r a t e ,  u p  to  the 
h o s p i t a l - s p e c i f i c  SPAD, or, i f  the p a t i e n t  i s  
a t  the a d m i n i s t r a t i v ed a y  level o f  c a r e ,a t  
the AD p e r  d i e m  r a t e .  

(3) 	 Admissions Involving One-Day Length of S t a y
pol 1owing S u r g i c a l  Services 

If a p a t i e n t  who r e q u i r e s  h o s p i t a l  i n p a t i e n t
services, i s  admi t t ed  f o r  a o n e - d a ys t a y
following o u t p a t i e n ts u r g e r y ,  the h o s p i t a l
s h a l l  be p a i d  a t  the transfer per d i e m  r a t e  
i n s t e a d  o f  the h o s p i t a l  -specif ic SPAD.  .. 

( 4 )  Transfer between a Distinct Par t  PSYCHIATRIC 
Unit and Any Other Bed within the Same 
HOSpiT t a l  

Reimbursement for a transfer between a 
dist inct  p a r t  p s y c h i a t r i c  u n i t  and any other 
bed  within a h o s p i t a l  w i l l  v a r y  depending on 
the c i rcums tances  involved, s u c ha s  managed 
c a r es t a t u s ,  MH/SA network or non-network 
h o s p i t a l ,  DMH replacement  bed, or the type o f  
service provided.  P1 e a s e  refer to  the 
a p p r o p r i a t em a t r i x  i n  Exhibit 2 f o r  
reimbursementunder specif ic t r a n s f e r  
c i rcums tances  involving p s y c h i a t r i c  s t a y s .  
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( 5 )  

TN 95-17 
Supersedes  TN 94 -20 ,  

TN 9 5 - 0 1 ,  TN 95-10 

Change of Managed C a r e  d u r i n g  aS t a t u s  
P s y c h i a t r i c  or S u b s t a n c eA b u s e  
H o s p i t a l i z a t i o n  

( a )  	 Payments t o  hospi t a l sw i t h o u t  network 
provider agreements w i t h  the Division's 
Ment a l  Heal th/Subs tance Abuse (MH/SA) 
Provider. 

When a recipient becomes a s s i g n e d  to 
managed c a r e  d u r i n g  a non-emergency or 
emergency p s y c h i a t r i c  or subs tance  
a b u s e  s t a y  a t  a non-network h o s p i t a l ,
the portion o f  the h o s p i t a l  s t a y  d u r i n g
which the recipient was as s igned  t o  
managed c a r es h a l l  be p a i d  by the 
Division's MH/SA provider a t  the 
t r a n s f e r  per d i e m  r a t e ,c a p p e da t  the 
hospi t a l  -speci f ic SPAD, f o r  subs tance  
abuse  services, or a t  the p s y c h i a t r i c  
per d i e m  r a t e  f o r  menta lheal  th 
services. The portion o f  the h o s p i t a l  
s t a y  d u r i n g  which the recipient was not 
as s igned  to  managed c a r e  w i l l  be p a i d  
by the Division a t  the p s y c h i a t r i c  per 
d i e m  r a t e  f o r  p s y c h i a t r i c  services or 
a t  the t r a n s f e r  per d iem r a t e  f o r  
subs tance  abuse  services, capped a t  the 
hospi t a l  -speci f ic SPAD . 

(b) 	 Payments t o  h o s p i t a l s  w i t h  network 
provider agreements  w i t h  the Division*s 
=/SA Provider. 

when a p a t i e n t  becomes ass igned  to  
managed care  andur ingemergency  or 
non-emergency p s y c h i a t r i c  or s u b s t a n c e  
a b u s e  h o s p i t a l  s t a y ,  the portion o f  the 
h o s p i t a ld u r i n g  which the 
recipient was as s igned  t o  managed c a r e  
s h a l l  be p a i d  by the Division's MH/SA
provider a t  the per d i e m  r a t e sa g r e e d  

a1 
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theupon by hospital and SA 
provider. 

The portion of the hospital stay during
which the recipient was not assigned to  
managed care w i l l  be p a i d  by the 
Division a t  the psychiatric per diem 
for servicespsychiatric or a t  the 
transferper diem ra tefor  substance 
abuse services, capped a t  the hospital
speci f ic SPAD . 

1 0 .  Physician Payment 

servicesFor physician provided by hospital -based 
physicians to Medicaid inpatients, the hospital w i l l  be 
reimbursed i n  accordance w i t h ,  and subjecttothe 
PhysicianRegulations a t  130 CMR 433.000 e t  seq.
(attached a s  Exhibit 4 )  . Such reimbursement shall be a t  
the lower of  the fee  in  the most current promulgation o f  
the Rate Setting Commission f ees  a s  established in 114.3 
CMR 1 6 . 0 0  (Surgery and AnesthesiaServices), 17.00 
(MEdicine), 18.00 (Radiology) and 20.00 (Clinical
Laboratory Services)',theorhospital's usual and 
customary charge. 

Hospitals w i l l  be reimbursed f o r  such physician services 
only i f  thehospital-basedphysician took an active 
patient care role, a s  opposed to  a supervisory role, in 
providing the inpatient service (SI on the bil led date(s)
of service. 

shallbe reimbursed forHOSpi  tals inpatient
servicesphysician provided by communi ty-based

physicians. 

11. 	 Payment Rates for Inpatient HOSPI t a l  Services Provided  
by Health Maintenance Organizations (HMOS) 

'These regulations are voluminous, and w i l l  be provided upon request. 

TN 95-17 
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Except f o r  the following components, the methodology 
described i n  Section I V . A  s h a l l  a p p l y  to the r a t e s  f o r  
HMOs c o n t r a c t i n g  w i t h  the Division : 

0 A separa tecasemix  index s h a l l  be c a l c u l a t e d  f o r  
d i s a b l e d  r e c i p i e n t s  ( a s  defined i n  Section II) and 
a p p l i e d  t o  the statewide average payment  amount  per
d i s c h a r g e .  This w i l l  r e s u l t  i n  a distinct and 
s e p a r a t e  per d i s c h a r g er a t e ,o u t l i e rr a t e  and 
transfer r a t e  which s h a l la p p l y  t o  d i s a b l e d  
recipients enrolled i n  HMOs. 

0 A separa tecasemix  index s h a l l  be c a l c u l a t e d  f o r  
non-d i sab led  recipients ( a l l  other c a t e g o r i e s  o f  
a s s i s t a n c e )  andappl ied  t o  the s t a t e w i d ea v e r a g e  
paymentamount per d i s c h a r g e .  This r e s u l  t s  i n  a 
dist inct  -and s e p a r a t e  per d i s c h a r g e  r a t e ,  o u t l i e r  
r a t e  and t r a n s f e rr a t e  which s h a l la p p l y  t o  a l l  
Medicaid recipients enrolled i n  HMOs, except
d i s a b l e d  recipients ( a s  defined i n  Section I I ) .  

I f  an HMO o f f e r s  to  p a y  a h o s p i t a l  a r a t e  e q u i v a l e n t  t o  
t h a t  h o s p i t a l  ' 8  a p p l i c a b l e  RFA r a t e  f o r  services t o  the 
HMO's Medicaid enrollees, t h a th o s p i t a l  i s  required to  
a c c e p t  the HMO's r a t e  o f f e r  as  paymen t  i n  f u l l  f o r  those 
enrol 1ees . 
This requirement  does not p r e c l u d e  a n  HMO f r o m  choosing 
to  p a y  any h o s p i t a l  a t  a r a t e  higher or lower than  the 
h o s p i t a l ' sa p p l i c a b l e  RFA r a t e s  f o r  services to  the 
HMO ' 8  Medicaid enrol 1ees . 

12. Payments f o r  Administrative Days 

Payments f o r  a d m i n i s t r a t i v e  d a y s  w i l l  be made on a per
d i e m  b a s i s  a s  described below. These per d iem rates a r e  
a l l - i n c l u s i v e  and represent payment i n  f u l l  f o r  a l l  A D  
d a y s  i n  a l l  a c u t e  c a r e  hospi t a r s .  

0 	 The AD r a t e  i s  comprised o f  a b a s e  per diempayment 
and an a n c i l l a r y  a d d - o n .  

0 	 The b a s e  per d i e m  payment i s  the a v e r a g en u r s i n g  
home r a t e  f o r  a c u i t yc a t e g o r i e s  Six to  ten, 

TN 95-17 Approval Date 
Supersedes  TN 94 - 20 ,  Effective Date 10/1 /95
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e f fec t ive  January 1, 1992,  a sd e t e r m i n e d  by the 
Massachuse t t sRa te  Setting Commission. This b a s e  
r a t e  i s  $107.92.  

0 The a n c i l l a r ya d d - o n  i s  based  on the r a t i o  o f  
a n c i l l a r yc h a r g e s  to  "room and board"charges ,
c a l c u l a t e d  s e p a r a t e l y  f o r  Medicaid/Mec?icare Part B 
el igible  p a t i e n t s  and Medicaid-only  el igible
p a t i e n t s  on AD s t a t u s ,u s i n gM e d i c a i dc l a i m s  f o r  
the period October 1 ,  1991 t o  September 30,  1992. 

These r a t i o s  a r e  0.0665 and 0.2969,  respectively. 
The r e s u l t i n g  AD r a t e s( b a s e  and a n c i l l a r y )  were 
then updated f o r  i n f l a t i o n  u s i n g  the u p d a t e  f a c t o r s  
o f  3 . 0 1 %  f o r  RY94 ,  2 . 8 0 %  f o r  RY95 ,  and 3 .16% f o r  
R Y 9 6 .  

0 	 The r e s u l t i n g  AD a r e  $125.72 f o r  
Medicaid/MedicarePart B el igible  p a t i e n t s  and 
$152.87 f o r  Medicaid-only  el igible p a t i e n t s .  

A h o s p i t a l  may receive o u t l i e rp a y m e n t s  f o r  
p a t i e n t s  who r e t u r n  t o  a c u t e  s t a t u s  from AD s t a t u s  

a c u t ea f t e r  20 c u m u l a t i v e  d a y s  i n  a single
HOSPITALIZATION Tha t  i s ,  i f  a p a t i e n t  r e t u r n s  t o  
a c u t e  s t a t u s  a f t e r  being on A D  s t a t u s ,  the h o s p i t a l  
mustadd the a c u t e  d a y s  preceding the AD s t a t u s  t o  
the a c u t ed a y s  following the AD s t a t u s  i n  
determining the d a y  on which the h o s p i t a l  i s  
e l igible  f o r  o u t l i e rp a y m e n t s .  The h o s p i t a l  may 
not bi11 f o r  more than  one SPAD where the pa  t ient 
f l u c t u a t e s  between a c u t e  s t a t u s  and AD s t a t u s ;  the 
h o s p i t a l  may only bill f o r  one SPAD (covering 20 
c u m u l a t i v e  a c u t e  d a y s ) ,  and then fo r  o u t l i e r  d a y s ,  
a s  described above.  

13. Chronic Per D i e m  

I f  i n  the FY90 b a s ey e a r ,  a h o s p i t a lh a d  a d e s i g n a t e d
Chronic U n i t  o f  twenty-five (25 )  beds or more within the 
h o s p i t a l ,  a chronic per d i e m  wasca lcu la t ed .  When a 
p a t i e n t  i s  admi t t ed  directly t o  a chronic u n i t ,  a 
h o s p i t a lm u s t  bill the h o s p i t a l  -specific chronic p e r
diem.  There w i l l  be no o u t l i e r  p a y m e n t s  f o r  p a t i e n t s  i n  

TN 9 5 - 1 7  
Supersedes  TN 94 - 2 0 ,  
TN 95-01 ,  TN 95-10  2 4  
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chronicunits.Thisrate i s  based on thehospital 's 
actualcosts ( a s  reported on the PY90 RSC-403) f o r  
chronic services delivered to Medicaid recipients. This 

~ 	 rate sha l l  be p a i d  forevery day that  i s  considered 
chroniclevelof careaccording t o  the regulations a s  
stated i n  the Chronic Disease and Rehabilitation 
InpatientHospital REGULATIONS a t  130 CMR 435.409 e t  
seq. (attached as EXHIBIT t 3). 

This p e r  diem i s  a l l  inclusive and represents payment i n  
f u l l  f o r  a l l  chronicservices. The derivationofthe 
chronic per diem i s  a s  follows: 

A routine Cost-to-Charge Ratio (CCR) was calculated 
using routine chronic costs from the FY90 RSC-403,  
l e s s  major moveable equipment,divided by routine 
chronic chargesfrom the FY9O RSC-403.  

The result  was multiplied by the Medicaid chronic 
routine charges from the FY90 Medicaid claims d a t a  
f i l e  t o  obtain routine Medicaid costs. 

The routinecosts wereadded totheancillary
chronic Medicaid costs (which were alsoderived 
from the ancillary CCR, multiplied by FY90 Medicaid 
chronicancillarycharges)toobtainthetotal 
Medicaid chronic costs . 
The total Medicaid chroniccosts were divided by 
FY90 Medicaid chronic days (fromthe Medicaid 
claims d a t a  f i l e )  andadded tothe updated F Y 9 1  
hospi t a l  -speci f ic  capi t a l  pass-through amount t o  
arrive a t  thechronicper diem. The per diem was 
updated using inf lat ion factors  of3.35% t o  r e f l e c t  
price changes between RY92 and RY93; 3.01 % t o  
re f lec t  pr ice  changes between RY93 and RY94; 2 . 8 0 %  
to  re f lec t  pr icechanges between RY94 and RY95; and 
3.16% tore f lec tpr ice  changes between RY95  and 
RY96. 
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14 .  Infant and P e d i a t r i c  Outl ier  PayMent A d j u s t m e n t s  

a .  O u t l i e r  A d j u s t m e n tI n f a n t  P a y m e n t  

In accordance w i t h  4 2  U.S.C. § 1 3 9 6 a ( s ) ,  the 
Division w i l l  make an a n n u a l  i n f a n t  o u t l i e r  p a y m e n t
ad jus tmen t  to  a c u t eh o s p i t a l s  f o r  i n p a t i e n t
h o s p i t a l  services f u r n i s h e d  to  infants under  one 
y e a r  o f  age involving e x c e p t i o n a l l y  high costs or 
e x c e p t i o n a l l y  long l e n g t h s - o f - s t a y .  

Source - The prior y e a r ‘ s(1) 	 Data c l a i m s  
residing on the Division’s Medicaid 
I n f o r m a t i o n  System s h a l l  be used to determine 
e x c e p t i o n a l l y  h i g h  costs a n de x c e p t i o n a l l y  
long lengths o f  s t a y .  

(2) EliGibility - E l i g i b i l i t y  f o r  the I n f a n t  
Adjustment  beO u t l i e r  Payment  shal l  

determined a s  follows: 

( a )E x c e p t i o n a l l y  LonG LenGths o f  S t a y :  The 
s t a t e w i d e  weighted averageMedicaid 
i n p a t i e n t  length o f  s t a ys h a l l  be 
determined by d i v i d i n g  the sum o f  

days f o r  a l l  a c u t eMedicaid c a r e  
h o s p i t a l s  i n  the s t a t e  by the sum o f  
t o t a l  a l ld i s c h a r g e s  f o r  a c u t e  
h o s p i t a l s  i n  the s t a t e .  The s t a t e w i d e  
weighted d e v i a t i o n  f o r  
M e d i c a i d  i n p a t i e n t  length o f  s t a y  s h a l l  
a l s o  be c a l c u l a t e d ,a c c o r d i n g  t o  the 
f ol1owing formula  : 

,/ 1MA DiscHarGes MA Days MA Days
AveraGe MA DischarGes MA D i  ISCHARGES MA Discharges

N 

Where N- number o f  a c u t e  h o s p i t a l s  ir Massachuse t t s ,  
M A =  Medicaid,and 
Average  Medicaid  d ischarges= s ta tewide  Medicaid  d ischarges  d i v i d e d  by N. 

~; ! ; i:; !? :; -. , .;,.> ,  ,
L ” 
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The s t a t e w i d e  weighted s tandard  
d e v i a t i o n  for  the M e d i c a i di n p a t i e n t  
length o f  s t a y  s h a l l  be mu1 t i p l i e d  by 
t w o ,  added t o  the s t a t e w i d e  
weighted  a v e r a g e  i n p a t i e n tM e d i c a i d  
length o f  s t a y .  The sum o f  these t w o  

shal l  be e a c hnumbers  h o s p i t a l  's 
threshold fo r  M e d i c a i de x c e p t i o n a l l y  
long length o f  s t a y .  

(b) 	 E x c e p t i o n a l l y  High Cost: F o r  hospi t a l s  
providing services to  i n d i v i d u a l s  u n d e r  
one y e a r  o f  age  the Division s h a l l :  

( i )  	F i r s t ,  c a l c u l a t e  the average  cost 
per M e d i c a i di n p a t i e n tc a s e  f o r  
each hospi t a l ;  

(ii) 	Second, c a l c u l a t e  the s tandard  
d e v i a t i o n  f o r  the cost per
M e d i c a i di n p a t i e n tc a s e  f o r  each 
h o s p i t a l  ; and 

(iii) T h i r d ,  mu1 t i p l y  the h o s p i t a l ' s
s t a n d a r dd e v i a t i o n  f o r  the cost 
per Medicaid inpa tient d i s c h a r g e  
by two andadd t h a t  amount t o  the 
h o s p i t a l  's average  cost per
M e d i c a i d  i n p a t i e n t  d i s c h a r g e .  The 
sum o f  these t w o  numbers  shal l  be 
. eachhosp i ta l  's threshold f o r  
M e d i c a i d  e x c e p t i o n a l l y  high cost. 

(c) 	 EliGibility f o r  an Infant O u t l i e r  
Payment ADJUST tmenT t : F o r  e a c h  h o s p i t a l
providing services to  i n d i v i d u a l s  u n d e r  
one y e a r  o f  age ,  the Division s h a l l  : 
f i r s t ,  c a l c u l a t e  the averageMedicaid 
i n p a t i e n t  length of s t a y  involving
i n d i v i d u a l su n d e r  one y e a r  o f  age .  r f  
this h o s p i t a l  -specific average Medicaid 
i n p a t i e n t  length o f  s t a ye q u a l s  or 
exceeds the threshold defined in  
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( d l  

Section I V - A .  1 4  .a (2)( a ), then the 
h o s p i t a ls h a l l  be eligible fo r  an 
o u t l i e ra d j u s t m e n t  i n  the payment 
amount. Second, c a l c u l a t e  the cost per
i n p a t i e n t  c a s e  involvingM e d i c a i d  
i n d i v i d u a l su n d e r  one y e a r  o f  age .  I f  
a h o s p i t a lh a s  a M e d i c a i di n p a t i e n t  
case  with a cost which e q u a l s  or 
exceeds the h o s p i t a l  's own threshold 
defined in  Section IV.A.14.a(2)  (b)8 

then the h o s p i t a l  s h a l l  be el igible  f o r  
a n  o u t l i e r  p a y m e n t  a d j u s t m e n t .  

I n f a n tO u t l i e r  Payment t o  HosPi ta l s :  
Each h o s p i t a lt h a tq u a l i f i e s  f o r  an 
i n f a n t  o u t l i e r  p a y m e n t  a d j u s t m e n t  s h a l l  
receive anequal  portion o f  $50,000.  
F o r  example,  i f  t w o  h o s p i t a l sq u a l i f y
f o r  the a d j u s t m e n t ,e a c hs h a l l  receive 
$25, 000.  

P e d i a t r i c  P a y m e n tO u t l i e r  A d j u s t m e n t  

In accordance w i t h  42 U.S. C .  51396a ( 8 )  , the 
Division w i l l  m a k ea na n n u a lp e d i a t r i co u t l i e r  
payment  adjustment  t o  a c u t e  h o s p i t a l s  f o r  i n p a t i e n t
h o s p i t a l  services f u r n i s h e d  t o  children g r e a t e r
than  one y e a r  of age and less than  six y e a r s  o f  age
i f  provided by a h o s p i t a l  which q u a l i f i e sa s  a 
d i s p r o p o r t i o n a t e  h o s p i t a ls h a r e  u n d e r  Section 
1923 ( a )  o f  the S o c i a lS e c u r i  
F e d e r a l l y - M a n d a t e d  S h a r eD i s p r o p o r t i o n a t e
Ad jus tmen t ,  Section IV.C.2 
h o s p i t a l s . )  The paymen tsha l l  
FOLL O W 8  : 

t y  Act. (See 

f o r  q u a l i f y i n g
be c a l c u l a t e da s  

Sources - The prior y e a r ' s(11 	 Data c l a i m s  
residing on the Department ' 8  Medicaid 
I n f o r m a t i o n  System s h a l l  be used to  determine 
e x c e p t i o n a l l y  high costs and e x c e p t i o n a l l y
long lengths o f  s t a y .  
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(2) 	 ELIGIBILITY - E l i g i b i l i t y  f o r  thePediatric 
Outlier Payment Adjustment shal l  be 
determined a s  follows: 

( a )  

N 


Exceptionally LONG LenthsG ofStay:
The statewide weighted average Medicaid 
inpa t ient 1LENGTH o f  s t a y  sha l l  be 
determined by dividingthe sum o f  
Medicaid days f o r  a l l  acutecare 
hospitalsinthestate by the sum o f  
total fordischarges a l l  acute 
hospitalsinthestate.  The statewide 
weighted standard deviationfor 
Medicaid inpatient length of s t a y  s h a l l  
also be calculated, according tothe 
f ol1owing formula: 

MA Days 
MA D i  DISCHARGES MA Discharge 

Where N= number o f  -acute hospitals in Massachusetts, 
MA= Medicaid, and 
Average Medicaid discharges= statewide Medicaid discharges divided by N. 

The statewide weightedstandard 
deviation f o r  the Medicaid inpatient
lengthof s t a y  s h a l l  be multiplied by 
two, added the sea ATEWIDE 
weighted average Medicaid inpatient
lengthof s t a y .  Thesum ofthese two 
numbers s h a l l  be each hospital 's 

figure Medicaidfor 
exceptionally long length of stay. 

(b) 	 Exceptionally HIGH Cost: For hospitals
providingindividualsservicesto 
greaterthan one year of age and less  
than sixyearsofage,theDivision 
shall : 

. . 
j . .  

Approval Date 
,,\!..ji'ii,i' ,  ;-i./wi 

Ef fec t ive  Date 10/1/95 
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Attachment 4 . 1 9 A f l )  

S t a t e  P l a n  Under T i t l e  X I X  of the Social S e c u r i t y  Act 

S t a t e :  Massachuse t t s  


Inst i t uUTIONAL Reimbursement 


T N  95 -17  
Supersedes  T N  94 - 2 0 ,  

TN 9 5 - 0 1 ,  TN 95 -10  

( i)  	F i r s t ,  c a l c u l a t e  the average  cost 
per Medicaid i n p a t i e n tc a s e  f o r  
each hospi t a l  ; 

( i i l  	Second, c a l c u l a t e  the s tandard  
d e v i a t i o n  f o r  the cost per
M e d i c a i di n p a t i e n tc a s e  f o r  each 
hospi t a l  ; and 

(iii) T h i r d ,  mu1 t i p l y  the h o s p i t a l ' s
s t a n d a r dd e v i a t i o n  f o r  the cost 
per M e d i c a i di n p a t i e n td i s c h a r g e  
by t w o  andadd t h a t  amount t o  the 
h o s p i t a l  ' 8  average cost per
M e d i c a i di n p a t i e n td i s c h a r g e .  The 
sum o f  these two numbers  sha l l  be 
each  hosp i ta l  's threshold Medicaid 
e x c e p t i o n a l l y  high cost. 

f c )  E l i g i b i l i t y  f o r  a P e d i a t r i cO u t l i e r  
Payment : F o r  each hospi t a l  which 
q u a l i f i e su n d e r  Section I V .  C . 2  and 
provides services t o  i n d i v i d u a l s  
g r e a t e rt h a n  one y e a r  o f  ageand less 
than s ix  y e a r s  o f  age ,  the Division 
s h a l l :  f i r s t ,  c a l c u l a t e  the average
M e d i c a i di n p a t i e n t  length o f  s t a y
involving i n d i v i d u a l s  g r e a t e r  t h a n  one 
y e a r  o f  ageand less  than  s ix  y e a r s  o f  
age.  I f  this h o s p i t a l  -specific average
M e d i c a i di n p a t i e n t  length o f  s t a y
e q u a l s  or exceeds the threshold defined 
i n  Section IV.A.  1 4  .b ( 2 )  ( a ) ,  then the 
hospi t a ls h a l l  be eligible f o r  a 
p e d i a t r i co u t l i e rp a y m e n ta d j u s t m e n t .
Second, c a l c u l a t e  the cost per
inpa tient Medicaid c a s e  involving
i n d i v i d u a l sg r e a t e rt h a n  one y e a r  o f  
ageand less than  six y e a r s  o f  age .  I f  
a h o s p i t a lh a s  a M e d i c a i di n p a t i e n t  
case w i t h  a cost which e q u a l s  or 
exceeds the h o s p i t a l  #s own threshold 
defined in  Section IV.A.  1 4  . b (2 )  f b ) ,  
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Attachment 4.19A (1) 

S t a t e  P l a n  Under T i t le  XIX o f  the S o c i a l  S e c u r i t y  Act 
S t a t e :M a s s a c h u s e t t s  

I n s t i t u t i o n a lR e i m b u r s e m e n t  

then the h o s p i t a l  s h a l l  be el igible  f o r  
a p e d i a t r i c  o u t l i e r  p a y m e n t  a d j u s t m e n t .  

( d lP e d i a t r i cO u t l i e rP a y m e n t  to H o s p i t a l s :  
A11 hospi t a l  s q u a l i f y i n g  f o r  a 
p e d i a t r i c  p a y m e n to u t l i e r  a d j u s t m e n t
w i l l  s h a r e ,  i n  e q u a la l l o t m e n t s ,  one 
h a l f  o f  one percent o f  the t o t a l  f u n d s  
a l l o c a t e d  f o r  payment t o  a c u t e  
h o s p i t a l su n d e r  the B a s i cF e d e r a l l y -
M a n d a t e d  S h a r eD i s p r o p o r t i o n a t e
Adjus tment  described i n  Section I V . C . 2 .  
The t o t a lf u n d sa l l o c a t e d  f o r  payment 
to  a c u t e  hospi t a l su n d e r  the B a s i c  
Federal Lly-MandaT t e d  D i s p r o p o r t i o n a t e
ShareAdjus tment  described in  Section 
I V . C . 2  w i l l  be reduced by the payment 
amountunder this section. 

B .  Reimbursement f o r  unique Circumstances  

1. Sole CommunityHospital  

The s tandard  inpa  t ien t payment amount per d i s c h a r g e  f o r  
a sole communi t yhosp i ta l(as  defined i n  Section I I )
s h a l l  be equal  t o  the sum o f :  

97% of the h o s p i t a l ' se s t i m a t e da c t u a l  FY90 cost 
per d i s c h a r g e ,  a d j u s t e d  f o r  c a s e m i x  a n d  i n f l a t i o n ;  
and the h o s p i t a l  -speci f ic  pass- through amount  per
d i s c h a r g e ,  direct medical  amount  pereducat ion 
d i s c h a r g e  and the capi ta lamount  per d i s c h a r g e .  

D e r i v a t i o n  o f  e s t i m a t e da c t u a l  FY90 Medicaid costs i s  
described in  Section I V .  A .  2. 

Adjus tmen t s  were made f o r  casemix  by d i v i d i n g  the FY90 
cost per d i scharge  by the h o s p i t a l  's FY90 casemix  index 
and then mu1 t i p l y i n g  the r e s u l t  by the h o s p i t a l  's 
casemix  index. 

Ad jus tmen t s  were made f o r  i n f l a t i o n  by m u l t i p l y i n g  the 
paymentcasemix-adjusted amount by 3.35% t o  re f lec t  

TN 95-17 
Supersedes  TN 94 -2 0 ,  

TN 9 5 - 0 1 ,  TN 95-10 
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I n s t i t u t i o n a l  R e i m b u r s e m e n t  


i n f l a t i o n  between R Y 9 2  and R Y 9 3 ;  by 3.01% t o  reflect  
i n f l a t i o n  between R Y 9 3  and R Y 9 4 ;  by 2.80% t o  ref lect  
i n f l a t i o n  between RY94  and R Y 9 5 ;  and by 3 .16% to  reflect  

' i n f l a t i o n  between R Y 9 5  and R Y 9 6 .  

Any a c u t e  hospi t a l  t h a t  q u a l i f i e s  a s  a sol e communi t y
h o s p i t a l  andhad fewer than  5 0  Medicaidadmiss ions  in  
F Y 9 0  s h a l l  be exempted f r o m  the casemixad jus tmen t  t o  
i t s  h o s p i t a l  -specif ic payment amount per d i s c h a r g e .  

There w i l l  a l s o  be o u t l i e r  p a y m e n t s  f o r  p a t i e n t s  whose 
length o f  s t a y  d u r i n g  a single h o s p i t a l i z a t i o n  exceeds 
twenty a c u t e  d a y s .  

A c u t e  hospi t a l  s which receive payment  as  sol e communi t y
h o s p i t a l s  s h a l l  be determined by the Division. 

TN 9 5 - 1 7  
Supersedes  TN 9 4  -2 0 ,  

TN 9 5 - 0 1 ,  TN 95-10  32 
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